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KEY ECONOMIC INDICATORS 
Except as marked, figures are in § million, K1.00 = $1.56 (A) 


ITEM 

Income, Production, Employment 

GDP at Constant (1965) Prices 

Per Capita Income at Constant Prices 

Index of Industrial Production 
(excluding mining) (1969=100) 

Gross Fixed Capital Formation as % 
of GDP 

Employment in December (actual number) 

Central Government Revenue in Kwacha 

Central Government Expenditures 
(Millions of Kwacha) 

Central Government Capital Expenditure 
(Millions of Kwacha) 

Copper Production (Metric Tons) 

Average Copper Price (Kwacha per Ton) 

Gross Value of Marketed Agricultural 

Production at Market Prices (K'000) 
Corn Production (Metric Tons) 


Money and Prices 
Money Supply (K'000 at year End) 


External Debt Service Ratio (Service 
Payment as % of Export Receipts) 
Interest Rates (#) 
Bank Rate 
Commercial Bank Prime Rate 
Treasury Bills 
Consumer Price Index (1969=100) at 
End of Year 
Low Income Group 
High Income Group 
Wholesale Price Index at Year End 


Balance of Payments and Trade 

Gross Official Foreign Reserves at 
Year End 

Balance of Payments - Surplus (Deficit) 
(‘OOO Kwacha ) 

Balance of Trade - Surplus (Deficit) 
(‘O00 Kwacha ) 

Exports, FOB (‘000 Kwacha) 
U.S. Share of exports 

Imports (‘OOO Kwacha ) 
U.S. Share of Imports 


1972 


1,717 
383 


131.5 
31.7 
367 ,600 
289.9 
330.6 
124 .4 
764.8 


63,094 
615,554 


154 4 


(107.7) 


137.8 
543.2 
0.9 
402.5 
8.7 


1973 


1,722 
373 


148.4 
26.7 
383 , 830 
386.3 
362.8 
109.5 
681,200 
1,156.4 


58,319 
460 ,430 


242 ,889 
6.9 


1974 % Change 


1,740* 
366 


170* 
28.6 
N/A 
626.1* 
408 .3* 
103.3* 

705 ,800 

1,327.7 


66 ,838* 
565 ,600* 


265 ,683 
5.8 
0 
-50 
96 
135.2 


142.2 
134.7 


(A) Figures for 1972 based on exchange rate of K1.00 = $1.40 


* Provisional or estimated 





SUMMARY 


Despite record high copper prices early in 1974 which gave Zambia a trade 
surplus of over $625 million and an overall budget surplus of almost $200 
million, in real terms the economy stagnated for the second consecutive 
year. Continuing transport problems and shortages of equipment caused 
disruptions in economic activity just as Zambia began to feel the effects 
of recession and inflation in the industrialized countries. Growth was 
also inhibited by the low level of imports during the previous year and 
chronic delays in implementing investment programs. American exports have 
become increasingly competitive and should capture an important share of 
the Zambian market which will reach $800 million in 1975. Some investors 
may find some opportunities in joint venture arrangements with the 
Zambian Government. Investment in agri-business enterprise would be 
welcomed as fitting in well with current Zambian investment priorities. 
However, until the outlines of the Government's policy toward foreign 
investment become clearer prospects for major additions to US investment 
in Zambia are uncertain. 


CURRENT ECONOMIC CONDITIONS AND TRENDS 


Economic Performance in 1974 


The overall performance of the Zambian economy in 1974 was disappointing 
despite the record high copper prices which prevailed during the first 

half of the year. Real GDP stagnated for the second consecutive year 

with the economy registering a real growth rate of 1.1 percent, only a 
slight improvement over the 0.25 percent rate in 1973. Real per capita 
income declined to $366, a figure below the level attained in 1970. The 
unsatisfactory growth in 1974 can be attributed in part to a low rate of 
investment in productive activities in previous years and to the sharp 
downturn in imports during 1973 in response to the Rhodesian border closure. 


In 1974 the Zambian economy, despite efforts at diversification, depended 
on the mining sector for 97% of export earnings. and 54% of Government 
revenue. During the first half of 1974 high copper income led to a build- 
up both of foreign exchange holdings and revenue. By April 1974 the price 
of copper on the London Metal Exchange reached $3300 per ton and foreign 
exchange holdings $370 million, equivalent to seven month's import costs. 
Thereafter, copper prices plunged steadily to the mid-1975 level of under 
$1,200 per ton, less than the cost of production. The high balance of 
payments surplus accumulated during the first half of 1974 on the order 

of $200 million eroded rapidly in the second half of the year when export 
receipts were affected by low copper prices and delivery problems due to 
port congestion. 


The effects of world inflation, the energy crisis and the attendant 
recession in industrialized countries were slow to have an impact on 
Zambia. Indeed Zambia's terms of trade improved markedly during 1974. 





While the index of import prices rose by 21 percent, the index of export 
prices increased by 44 percent. High fuel, capital goods and food import 
costs were more than offset by higher copper earnings. Copper production 
was onlv 3.6 percent above 1973; however, the value of production for the 
year improved by 18 percent. As a result the Zambian authorities relaxed 
requirements for issuance of import licenses and imports rose by 44 percent 
from $544 million in 1973 to $785 million. About one half of the increase 
was the result of higher import prices. Despite this high rate of 
expenditure on imports and a $69 million increase in non-factor service 

of payments, Zambia was still able to record a $29 million balance of 
payments. Spurred by record mineral tax revenues amounting to $529 million 
the current account budget registered an all-time record surplus of $340 
million even after a 12 percent rise in recurrent expenditure. However, 
progress outside the mining sector has been unsatisfactory. While the value 
added by the manufacturing sector increased by over 15%, its relative 
contribution to GDP was only 13%. The construction sector realized a 
Slightly higher growth rate in nominal terms, but after price increases 

are taken into account activity in this sector probably declined in real 
terms. However, the greatest imbalance in the economy remains in the 
agriculture sector. Seventy percent of the population still depend on 
agriculture but share less than 10% of the nation's GDP. If the small 
number of commercial farmers are excluded, the share of the subsistence 
sector is around 6% of GDP. A major deterrent to increased agricultural 
production has been the failure of prices paid to the farmer to increase 


at the same rate as domestic inflation. As a result of the worsening 
terms of trade in the rural sector the 1974/75 harvested maize area 
dropped about 20%. Exceptionally heavy rains during the normal planting 
season aggravated the situation. In 1975 marketed maize production is 
expected to be about 450,000 metric tons compared to 563,000 tons the year 
before. 


Termina::ion of Arrangements with Mining Companies 


A major development in the mining industry was the termination of the 
management, consultancy, and marketing arrangements with Anglo-American 
and Amax. Under the arrangements, effective from August 1, 1974, Nchanga 
Consolidated Copper Mines and Roan Copper Mines became self-managing 
under Zambian Managing Directors appointed by the Government. Compen- 
sation amounting to $51 million to Anglo-American Corporation and $34 
million to Amax is to be paid over a three year period. In return they 
will provide skilled manpower and technical assistance when called upon 
to do so. They retain their minority interests in the two mining companies. 
A wholly Government-owned organization, the Metal Marketing Corporation, 
has taken up full responsibility for marketing the country's metal 
production. 





Outlook for 1975 


The major factors which inhibited economic growth in 1974 - transport 
problems, the effects of the energy crisis and world inflation, and a 

low capital/output ratio of public sector investment - will persist. 
However, unlike 1974, Zambia will not be able to count on high copper 
revenues to sustain economic activity. The 1975 Budget anticipated 
mineral revenues to drop to $211 million from $530 million in 1974. 
However, actual copper prices during the first half of 1975 were con- 
siderably below expected levels. Since taxation is based on profits 
rather than sales, minerals revenue is likely to drop even below budgeted 
levels. The balance of payments will continue to deteriorate until copper 
prices rebound and Zambia will require substantial foreign borrowing to 
maintain economic activity at present levels. In an effort to reduce 
dependence on copper, curtail costly food imports, and open up new sources 
of employment, President Kaunda has called for an intensified Rural 
Reconstruction Program. 


Areas where U.S. investment would mesh closely with current development 
priorities include vegetable and fruit canning, vegetable oil processing, 
dairying, beef breeding and fattening, tanning and pork and poultry 
processing. 


Constraints to Improvel Economic Performance in 1975 


Investment Program Falters 


Total gross capital formation in 1974 is estimated at over $800 million, 
about 30% of GDP. Public sector investment was budgeted at $250 million. 
However, actual capital expenditures of $160 million were below the level 
of the previous year and, in real terms, about one half the level achieved 
in 1970. Thus the problem is not only low allocation for capital expenditure 
but the inability to implement projects as well. There is a clear defic- 
iency in the present system of project identification and appraisal which 
has obstructed the economy's absorptive capacity for new investment. The 
increasing difficulty in attracting skilled expatriate manpower to assist 
in carrying out projects is an additional factor inhibiting satisfactory 
implementation of development projects. The Government of Zambia has 
indicated that it will shift future capital expenditures away from social 
and economic infrastructure and towards more productive areas, especially 
in agriculture. The mining industry in recent years has accounted for the 
bulk of private sector investment but this has brought a disproportionately 
low return. A mid-term review of the Second National Development Plan 
(1972-76) notes that investment in the copper industry amounted to $513 
million during 1972-74. However, most of this capital expenditure has 

gone to offset the depletion of existing mines and as such has not been 
reflected in net addition to the productive capacity of the industry. 





Investment in the rural sector appeared to be the primary victim of 

the closing of the border with Rhodesia in January 1973. Government 
expenditure on agriculture and rural development actually decreased 

15% from 1971 to 1973. To a considerable extent investments intended 

for the rural sector were shifted to the transport sector. Actual 
investment in agriculture during the first two years of the Second 
National Development Plan amounted to less than $65 million and the 
Government frankly acknowledges that a number of projects were clear 
failures, for example, Intensive Development Zones, mixed farming develop- 
ment, and state operated livestock ranches. 


Transport Bottlenecks Raise Havoc 


The Rhodesian border closure in January 1973 disrupted the flow of 
Zambia's trade and seriously overtaxed port handling capabilities in 
Angolan and East Africa ports. Sir Robert Jackson, Coordinator of UN 
assistance to Zambia, recently estimated that the cost to Zambia of 
closing the border and rerouting its trade will be $311 million over the 
three year period 1973-75. Foreign governments have contributed about 
$69 million to help offset these costs. 


In mid-1975 port congestion continued to cause disruptions to the economy. 
Over 100,000 tons of Zambian imports were backlogged in Lobito and 

berthing delays were over 100 days. Further deterioration in the political 
situation in Angola has further aggravated the problem. The cargo backlog 
at Dar es Salaam was reduced by a massive rail and truck transport exercise 
and it is hoped that with the completion in 1975 of the Chinese financed 
TanZam Railway the flow of goods in and out of Dar es Salaam will improve. 
A dry weather road was constructed from Katete in Zambia to Tete in 
Mozambique to expedite the flow of goods to Beira. Finally the effect of 
tighter import license issuance instituted in February 1975 should have 

the effect of reducing the volume of imports and thus, indirectly, 
alleviate port congestion. 


Impact of Energy and Food Crises on Zambia 


Because of Zambia's abundant supply of hydroelectric power, the effect 
of petroleum price increases has so far not been crippling. In 1974 

oil represented only 25% of total energy supply. Nevertheless, the cost 
of oil imports rose by $46 million to over $70 million. As a percentage 
of total imports, petroleum's share is about 9%. To discourage gasoline 
use, gasoline prices were raised in January to approximately $1.42 per 
gallon. President Kaunda has also indicated that additional conservation 
measures are being considered. The effects of petroleum price 
increases have not yet caused consumer prices to accelerate. In 1974 
the average rate of increase in the consumer price index was 9.2% for 
the high income group and 8.4% for low income families. However, 





increases in commodity prices as a result of higher oil prices are just 
beginning to work through to consumer price levels. Moreover, relative 
price stability was achieved largely through massive subsidies to para- 
statal bodies and marketing boards. 


In 1975 requests for subsidies were approaching $150 million, far in 
excess of the resources of the Zambian Government. As a result the 
President on June 30 ordered a reduction of up to 60% in the amount of 
subsidies granted and acknowledged that while Government can cushion 

the effects of foreign inflation, it cannot insulate urban consumers 
from these effects completely. Thus the rate of inflation over the next 
year is almost certain to accelerate. 


IMPLICATIONS FOR THE UNITED STATES 


While the equity interests of American Metal Climax and individual 
Americans in Roan Consolidated Mines dwarf all others in value, there 

are over fifty US firms with direct or indirect investment in Zambia. 
Others have been deterred from investing because of uncertainties in the 
investment climate. The President's June 30, 1975, announcement of new 
economic reforms, while aimed at achieving greater Zambian control over 
land and business enterprises, did include reassurances to foreign 
investors. Foreign capital is seen as necessary to Zambian development 
and foreign investment is encouraged, provided Zambians share in management 
and investments go into areas approved by the government. Enterprises 
which use locally produced inputs and conserve foreign exchange are 
especially encouraged. However, the manner in which these reforms are 
implemented will influence investor decisions. The President has 
instructed all parastatal organizations to re-examine joint venture 
arrangements with foreign firms to assure that they are beneficial to 
Zambia. Firms in the private sector are being urged to introduce partici- 
patory democracy, either by inviting the state to participate, by forming 
a broad-based cooperative, or by allowing workers to share in the enter- 
prise through a genuine program of worker participation. However the long- 
term role of foreign investment remains to be clarified. 

The US share of the market should remain at about the present 9%- 

Tighter import licensing requirements will inhibit imports of non- 
essential and consumer goods. However, most US exports in the past 

have been capital goods such as transport, mining, and materials 

handling equipment which are relatively unaffected by import restrictions. 
Financing will become an increasingly important factor in increasing US 
exports and US manufacturers must demonstrate ability and willingness to 
provide good after-sales service. 





WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information responsible for a country or group of 
on most trading partners of the United countries as listed below. Assistance 
States is available from the Bureau or information about marketing in 
of International Commerce,U.S. De- these countries may be obtained by 
partment of Commerce. dialing these key people directly: 
The Bureau is organized geographically | (202) 967 plus the given extension 
with a Country Marketing Manager 


Area Extension Far East 


Australia and New 

Zealand 3646 
East Asia 5401 
Japan 2427 
South Asia 3137 
Southeast Asia 3875 


Africa 
Central Africa 3904 
East and South Africa 4927 
West Africa 4388 


Europe 

Canada and Benelux Latin America 
countries 3848 Brazil 5427 

France 4504 Mexico, Central 
Germany and Austria 4414 America, and 
Italy and Greece 3944 Panama 5020 
Nordic countries 4601 Argentina, Uruguay, 
Spain and Portugal 3957 and Paraguay 2428 


Switzerland, Yugo- Caribbean countries 
slavia and Turkey 2795 and remainder of 


United Kingdom 3713 South America 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 


Near East 


Bahrain, lraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 


Qatar, Saudi Arabia. Syria, United Arab 
Emirates, Yemen Arab Republic 


lran, Israel, Egypt 


Bureau of East West Trade 
Eastern Europe 
USSR 
Peoples Republic of China 
U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 
ty U.S. GOVERNMENT PRINTING OFFICE: 1975=210-946/33 3-1 








